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Re: Federal-State Joint Board on Universal Service, CC Dkt No. 96-45

Dear Mr. Caton:

Today, the attached letter was delivered by the undersigned on behalf of Ameritech,
BellSouth, GTE, SBC, and US West to the office of Common Carrier Bureau Chief Keeney
in connection with the above referenced proceeding.

Please call me if you have any questions.

\incereIY,

M?::::/ze / -~
Assistant Director - Policy Analysis

Attachment

cc: R. Keeney
M. Nadel
I. Flannery
D. Law
C. Punderson
R. Hood

No. of Copies rec'd OJ-(
List ABCDE



April 3. 1997

Regina Keeney
Chief. Common Carrier Bureau
Federal Communications Commission
1919 M Street
Washington. D.C. 20554

Re: FfJderaJ-Statil Joint Board on Universal SenJi"e, CC Docket No 96-45:
~tion and Libran- Issues

Dear Ms. K.eeney:

on behalf of Ameritech, BellSouth. GTE, SBC (induding the former Pacific Telesis
Group) and U S WEST. we write to follow up on our ex parte meeting with the Universal
Service Branch last month, and to provide further support for our recent comments on the
eduoation aspects ofth~: Fp.ti.p.l'al.StaJIi! .Inin1 HOOI'd Recommendation on l1nj~".wJJ

Service, CC Docket No. 96-45. We make the following points:

• The Commission should allow carriers to detennine the lowest corresponding
race ("LCP") .- the pre-discount price -- based on a consideration offaetors
nonnallyu~ in determining pricea within 8 c.ompetitive market~

• The Commission should require that any consortium whose members are
eligible to make use ofuniversal service fund discounts desiWlate a lead
member which shall be responsible for assuring that ineligible users do not
receive discount benefits, aUooatins the correct discount percentase to each
member, and performing recordkecping duties; and should not adopt the Joint
Board recommendation that carriers assume these responslbilities~

• Schools and libraries should not be required to re-bid existing contracts. and
there should be no "fr.sh look" at such oontracts. Most oontn,ots camers have
with schools contain early termination provisions that would make a fresh look
unnecessary~

• There is a need for clarity from the FCC with regard to how the federal
uNvcrsol scrvioe progrnm will mesh with the education uPQcts ofstate
universal service programs, u welt as state discounts and special rates for
education

••••••••••••••••••
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1. Lawest Co"esponding Price

The FCC should allow carriers flexibility in determining the LCP applicable in a particular
situation. In determining the LCP, carriers should be allowed to consider factors they
would normally rely on in detennining -- and differentiatinM -- prices within a competitive
market. Factors such u the duration ofthe contract, the volume of services, distances
involved, geography sorved and the type ofservices would cause a reasonable camer to
make price distinctions among conunerciaJ customers. Absent consideration of these
factors, the use of an LCP is 1IlIppropriate. In this regard, we propose a rule that states
the following:

In determini.n.s the LCP, carriers may consider factors normally reHed upon
in determining prices within a competitive market. A carrier shall not be
required to set the LCP based on prices it charges to other users jf those
prices are based on materially different factors, such as contract terms,
volume, distance, geography, types of service, or other cost-affecting
factors, from the tenns, volume, distance coverage, geographic coverage,
or type of service desired by an eligible school or library.

In addition, the Commission should clarify that certain short-term pricing events, such as
promotional offerings, can be excluded from those prices which are relevant to a
determination of the lCP. Whil. achools and libraries should be able to benefit from
promotional rates durinS the period they are offered, these prices are generaDy not
available or sustainable beyond the promotional period and should not be used as the basis
for establishing the LCP-based price beyond the length ofthe promotional offering.

The Commission should also specifY that the LCP is to be determined based upon prices
charged for similar services to non-residential customers other than schools and libraries
This is the only way to ensure than schools and libraries can beneftt from below-LCP
prices. Without this clarification, carriers will avoid offering below-LCP prices because
doing so would automatically establish a new, lower LCP and create a perpetual
downward "death spiral" in prices regardless of the carner's cost•. In this regard, we
propose a rule that states the foUowing:

In determining the LCP, carriers $hall consider only prices for similar
services offered under similar circumstances to similarly situated non.
feRietenrial cu.omer5 that are not eliilb1e schools or libraries. In addition,
when determining the LCP carriers may, but are not required to, take into
account prices offered during short-term, special pricing events such as
promotional offerings or one-time regulatory actions.
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2. Con.so.,.tia

We support the Joint Board's recommendation to allow eligible entities to fonn CQnsonia
with other eligible as well as non-eligible entities in order to take advantage of lower
prices that come nom aggregation, However, we believe the consortia themselves, and
not oamers, should be responsible for usuring that ineligible users do not receive discount
benefits, for allocating the correct discount percentage to each member, and for
performing recordkeeping duties,

We believe that existing consortia fonned to purchase telecommunications services
typically have a I_ad membtlt'. Thi. lead member generally fimctions as the point of
contact with earriers for contract negotiations and billing issues, We believe the lead
member should also serve as the party re8pullllible ful' lhe univcr~lllCrvicewlucaliun lind
recordkeeping tasks we detail above.

In this regard, we propose th~ following nde'

Any consortium JiPplyluH fOl univel'~ service rund disoouuLlS ~ha11

designate a lead member in all communications with carriers and the
Commission The lead member will become the entity legally responsible
for appropriA.te recordkeeping and administration to efllnlre that only
eligible entities within the consortium receive universal discounts. The Jead
m~UI\.I~I· $ball also be the pU1y that rcsponda to any audit that becomes
necessary. Carriers furnishing telecommunications services to a consortium
shall bear no responsibility for these recordkeeping and administrative
duties.

Canic:us ~urfently do not track, and do not generally have the systems in plate to track,
usage ofservices purchased by individual members within a consortium, In addition.
carriers do not know the relationships among individual consortiwn members. As a result,
carrienl are not in a position to identifY services used by eligible entities or to ensure that
discounts are appropriately allocated, Thus, it does not make sense to place responsibility
for rccordk"})ins and allocation ofdisoounts on carriers; only the consortium itsclf, or the
lead consortium member, can play this role.
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There are several other issues related to appJicatk1n of discounts to consortia which the
Commission needs to clarify, In this regard, we propo~c a Nle that state!; the following

Since a school or library that joms a cOl'isortium is taking advantage of a
competitive rate that is a result ofneaotiations between the consortium and
the service provider, that already established consortium rate shall
automatically be oomJideredthe pre-dis<:ount rate Carriers providing
service to schools/libraries within a consortium need not take additional
steps to determine or certify that the consortium rate meets the LCP
requiremems,

Eligible sohools/librnries participAting in a consortium ~hl1ll receive
discounts only on services defined by the Commission to be eligible for
universal service support. Diswunts do not apply to any other charges that
a schooVlibrary may inc,ur by participatinA in the consortium. such as
administrative charges applied by the consortium to individual members or
charges for managed services.

J. Existing Contracts

We agree with the Joint Board's recommendation that contracts fur existing services need
not be re-bid to take advantage of the educational discounts. We disagree with those
commenters who propose a "fresh look" for school or library services under contract.

Existing services for schools IU1d libraries are provided either under tariff or under
contract. In either case schools and libraries will receive the appropriate federal discounts
Ifschools and libraries wish to re-bid contraeu fOT .services which they currendy receive,
they are generally not foreclosed from that option. Many telecommunications services
obtained under state tartifs are cancelabJe at any time without penalty. Some tariffs and
most contra<:ts, however, provide for termination charges should a contract be canceled
prior to the end ofthe specified term. Those termination charges are designed to protect
the carrier for recovery of investment ~ific to the account.

Mandating that alll'Chuols IUld libraries fe-bid their existing service arrangements upon
enactment belare they can receive discounts puts an UMecessary burden on schools (lr
libraries for what may prove to be minimal or non-existent savings in many cases Where
it is appropriate or in the best intere!U fif !!Chonl" or lihruies to re-bid, the early
termination provisions give them this option,
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4. Interplay Between Federal and State Programs

The Commission should promulgate rules applicable when a state already has in place, or
enacts in the future, a universal service program, educational discounts, or special rates for
education. Those rules should claritY. for example, how the federal universal service
discounts will mesh with existing or later promulgated statc universal service education
di$counts. Without such clarification. the states, and camers in those states, will not
know how to operate, and comply with, state programs in a manner that is consistent with
the program this Commission adopts.

We appreciate your attention to our concerns.

Respectfully yours,
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cc: Mark S N."h:1 (Universal Service Branch)
Irene Flannery (Universal Service Branch)
Diane Law (Universal Service Branch)
ConAtAnce Punderson (Accountina and Audits Division)
Robert Hood (Accounting and Audits Division)


